ABSTRACT
INTRODUCTION

"For the first time since 2001, the U. S. knocked China out of first place in an annual survey of executives rating favorable places for foreign direct investment."
n 2011, foreign direct investment (FDI) in the top 100 countries totaled $1,713,523,303,561 in U.S. dollars (World Bank Database, 2013) . Previous literature indicates that a country's economic environment/conditions are the major determinant of foreign investment. However, further examination of the literature indicates no published work addresses how much a country's economic condition affects its ability to obtain foreign direct investments. This paper examines the previous literature on determinants of FDI, ranks the determinants by interest, develops a model that relates the economic factors of FDI to the Country Liquidity Index, and concludes by examining and ranking countries that are over or under invested.
The importance of this work is twofold. On the academic side, it is important to indentify the determinants of FDI and evaluate their weights in the investment decision. On the business side, this work identifies countries that have potential for additional FDI.
LITERATURE REVIEW
The literature in this field follows two major research tracks, determinants of foreign direct investment and specific country and industry case studies. This literature survey begins by indentifying, categorizing, and ranking The remaining political reasons for supporting FDI found in the literature were using FDI to limit competition (Owusu-Antwi, 2012), secure foreign resources (Wang, 2012) and exporting pollution or trash (Hall, 2009; Spatareanu, 2007) .
Home country factors for foreign direct investment (5 journal articles) include home government support for FDI (Cheng & Chung, 2012) , companies seeking specific knowledge they did not posses (Chidlow, Summarizing the determinants of the foreign direct investment research track indicates that economics appears to be the number one examined reason for FDI. Both foreign country and political categories rated economics as the key factor in FDI. However, no research ever examined the weight the economic factors contribute in the FDI process.
Country and Industry Case Studies
Next, the literature examines the second research track of case studies on FDI. In specific, what are the breadth and depth of current research with respect to countries and industries?
Country Case Studies
The number one country examined in case studies is China (10 journal articles) ( Although most case studies were country specific one case study examined in-country differences. Hu (2013) discovered that FDI within the country of China varied by region indicating that for large countries the country study approaches may not be reliable.
Industry Case Studies
In addition to country case studies, the literature examined industry case studies addressing FDI in manufacturing (5 journal articles) (Rezza, The literature concerning the determinants of FDI included 29 countries, 4 world regions, both manufacturing and service sectors, and industry specific businesses. Yet no journal article addresses the weighted influence that a country's economic condition has on foreign direct investment compared with the other 15 major determinants of FDI. This leaves a gap in current literature that this research will explore.
METHODOLOGY
To determine the impact of a country's economic factors to the foreign direct investment it receives requires a measure of a country's current economic condition. The issue is that there is no one agreed upon measure to determine this. However, the Country Liquidity Index (Sparks, Desai, & Thirumurthy, 2012) developed a measure of how well a country's government was managing its available cash. The higher the index number, the more attractive the country is to foreign investment. Countries with a negative Liquidity Index carry too much debt and would not be suitable for FDI. The Country Liquidity Index (CLI) currently ranks 63 of the world's top countries and is based primarily on the economic criteria that businesses can use to identify FDI opportunities.
Using the Country Liquidity Index as a proxy for the country's economic factors that affect FDI, a relationship between the CLI and FDI would indicate the weight that economic factors have in influencing the foreign direct investment amounts for a country. Various regression techniques (linear, exponential, log) were examined to find the best regression fit for the data. Foreign direct investment data from the World Bank was available for 62 of the CLI countries. World Bank's 2011 data, the latest complete set, was used for this study.
Based on the SPSS results of the various regression models, the linear regression model was chosen as the best fit model by both the R-Squared and p values. This gives the regression formula for a country's FDI as:
where:
FDI -Foreign direct investment in US dollars CLI -Country Liquidity Index
RESULTS AND ANALYSIS
The results of the regression revealed an FDI prediction formula of: FDI = 58,074,771,998 + 4,301,407,944 (CLI)
The p-value for the CLI coefficient was 0.000059 indicating a statistically significant relationship. Adjusted R-Squared for the model was 0.2246, indicating that 22.46% of the reason for a country's foreign direct investment is explained by economic factors. Based on the regression formula, a table of countries with their predicted 2011, FDI amounts was generated. (Appendix A) The table is sorted by country from the highest predicted FDI to the lowest predicted FDI, and by the country that is most overinvested to the country that is most underinvested.
The significant result of this study is that although economic factors are the number one studied factor in foreign direct investment, they do not account for a large percentage of the reason a country obtains FDI. In fact, 77.54% of the reasons for FDI still have yet to be addressed. The literature review presented 16 foreign country factors, 5 political factors, 5 home country factors, business and economic cycle factors, and third country intervention factors that still need to be measured and related to FDI to get a complete picture. Further, analysis of the countries that are over/under invested may lead to new insights. The data results in the study were fairly consistent. However, there is concern about the data points for the United States and China. Both were on the edge of being outliers for the data and are clearly well above the projected regression line. Also it seems that China and the United States are the exceptions from other countries, in that noneconomic factors favor more FDI in these two countries compared to others. This supports the theory that political influences or 'follow the leader' mentality may be heavily weighed factors in FDI.
CONCLUSION
This paper examined the factors that influenced FDI in countries. Based on the literature review, the economic factors seemed to be the number one discussed reason for current FDI levels. However, analysis of economic factors found that only 22.46% of FDI was influenced by a countries economic status. This leaves the remaining 77.54% of FDI factors unexplained. A review of over and under invested countries indicates that political factors and third country influence may weigh more heavily on FDI than economic factors. Further research in this area is needed to better understand the factors that affect FDI and how much each factor influences the investment decision. The Clute Institute 
